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OF TI%; STAT3 OF CkLIFOSilA

In the Matter of the Appeal of )
>

PINX INVSSTMZ?T CO, >

' Appearances: _:

For Appellant: Nathan Schwartz, Attorney at Law

For &spondent: Peter S. Pierson
9 Associate Tax.Counsel

O P I N I O N- - - - - - -
This appeal is made pursuant to section 25667 of

the Revenue and Taxation Code from the action of the Franchise
Tax E3oard on the protest of Pine Investment Co. against a
proposed assessment of additional franchise tax in the amount
of $1,018,34 for the taxable year ended February 28, 1962.

~.
This appeal is a companion to the appeal of Palm

Development Co., this day decided, The issue is w!!ether the
income of a l'commencing'l corporation for the year intiinich
it dissolved and transferred its assets to appellant which
held all of the stock of the commencing corporation, is .
includible in the measure of a franchise tax on appellant as
well as in tine measure of a franchise tax on tne commencing
corporation,

Appellant began business in California'lin 1958.
It adopted a fiscal year ending February.28, In.1960 lt
acquired all of the stock of Lorca 1,yestment Co,.u *.

Lorca Investment Co. \ias incorporated and commenced
business in California on November 2, 19590-. It adopted a
fiscal year ending June 300- For-its first, short taxable
year of November 2, 1959, to June 30, 1.960, Lorca was subject
to a franchise tax measured by the income of that year,
(Kev. &.Tax, code, $ 23222,)
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Aupeal of Tine Investment CO.-A

On November LO, 1960, Lorea gas dissolved and all
of its assets were transferred to appellant, Since Lorca
\las a commencing corporation ~i’nic’h did business for less than
12 months 9.n ft;M secoficl  taxable year (s’uly 1, 1965 t o
November 10, 1960),  Lorca was subject to a franchise tax for
that year measured by its income for that year. (Z&v. & Tax.
Code,  $ 23222a.)

Besuondent. Franchise Tax Board does not question
the correctness of the taxes paid by Lorca, On the ground
that the transfer of assets called into play certain
reorganization provisions 9 however, respondent also included
Lorca’s income for the period July I, 1960, to November 10, 196(
in the measure of appellantIs  tax for its taxable year ended-
February 28 9 -.1962  ,, Appellant contends. that. none of Lorcal s
income is includ.ible  in the measure of a9pellantcs tax,

As tre have concluded in the Ag-oeal of Palm“---
Develonrrient Co, 9 this day decided, the reorganization provisions
Gx!&resrondent  relies (Sev, & Tax, Code, $0 232>1-232pi)
do not a,pply trhere the transferor is a commencing corporation
subject upon dissolution to the provisions of section 23222a.
For the reasons stated in the ?alm Development appeal,-_.-
respondent’s action must be reversed0
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Pursuant to th.,0 views expressed in the opinion
of the board on file in this proceeding, and good cause
a.pp earing theref or f
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ADneal of Pine Investment Co.

1% 1s fpssz,y OLQYx3;T)  ) ~QJ~I)C-~  _AJ$D  -DSCXZzD,  pursuant

to section 25667 of the 3eveme and Taxation Code, t?Ft t’ne
action of the Franchise Tax Board on the protest of klne
Investment Co. against a proposed assessment of additional
franchise tax in the ambunt of ;1$1,018,3Lt for t’ne taxable year
ended February 28, 1962, be and the same is hereby reversed.

Done at Sacramento California, this 15th day
of December , 1966, by the State Board of Equalization.

,

c

-269-


